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C. BANGKOK A-48 OF 2/16/73 

1. THE RTG'S PROVINCIAL ELECTRICITY AUTHORITY (PEA) TO 
FINANCE ITS "REGIONAL ELECTRIFICATION DEVELPMENT PROMECT" 

ON SEPTEMBER 1974 SIGNED AN AGREEMENT WITH KREDITANSTALT 
FUER WIEDERAUFBAU (KFW), THE GERMAN GOVERNMENT FINANCING 
INSTITUTION, (THERE ARE NO COMMERCIAL BANKS INVOLVED) TO 
LEND THE RTG TWENTY MILLION DEUTSCHE MARKS AT TWO PER CENT 
FOR TWENTY YEARS WITH A TEN YEAR GRACE PERIOD, TO BE REPAID 
IN SEMI-ANNUAL INSTALLMENTS OF 500,000 DM. A SECOND LOAN 

TO FINANCE "RURAL DISTRIBUTION LINES" IS PRESENTLY BEING 
NEGOTIATED AND PEA EXPECTS IT SO BE SIGNED BEFORE THE END 
OF 1975. PEA HOPES THAT THE TERMS OF THIS LOAN WILL CONFORM 
TO THOSE OF THE FIRST, ALTHOUGH IT HAS NO GUARANTEE FROM 
KFW. PEA HOPES TO ISSUE THE TENDERS ON THIS PROJECT BY MID-1976. 

2. THE GERMAN LOANS ARE COMPLETELY UNTIED, ACCORDING TO 
PEA'S FINANCE DEPARTMENT. WHILE A GERMAN FIRM DID BOTH 
FEASIBILITY STUDIES, ALL SPEDIFICATIONS WERE WRITTEN TO 
PERMIT INTERNATIONAL BIDDING. PEA ASSURED THE EMBASSY THAT 
THESE LOANS REALLY ARE UNTIED. BUT SINCE MOST OF THE 
EQUIPMENT SOUGHT IS MANUFACTURED OR ASSEMBLED LOCALLY. 
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3. THE MOST RECENT JAPANESE LOAN WAS SIGNED BETWEEN PEA 
AND THE OVERSEAS ECONOMIC COOPERATION FUND (OECF) ON 
DECEMBER 20, 1974 FOR 4,002 BILLION YEN TO FINANCE PEA'S 
"POWER DISTRIBUTION SYSTEM REINFORCEMENT PROJECT." THE 
TERMS ARE 3.75 PERCENT FOR SEVENTEEN YEARS (1982-1999) WITH 

A SEVEN YEAR GRACE PERIOD. AGAIN NO COMMERCIAL BANKS WERE 
INVOLVED. 

4. THE PEA OFFICIAL IN THE FINANCE DEPARTMENT WITH WHOM 
EMBOFF TALKED ADMITTED THAT, WHILE THE JAPANESE LOANS STATE 
THEY ARE "UNTIED WITH CONDITIONS", THEY IN FACT ARE TIED. 

HE SAID THEIR CONDITIONS VIRTUALLY MAKE IT IMPOSSIBLE FOR 
NON- JAPANESE FIRMS TO WIN ANY OF THE TENDERS. NEVERTHELESS, 
EMBASSY KNOWS OF AT LEAST SEVERAL THAI FIRMS WHICH ARE 
BIDDING TO SUPPLY U.S. EQUIPMENT. 

5. SINCE NONE OF THE JAPANESE FINANCIAL TENDERS HAS BEEN 
OPENED TO DATE, EMBASSY DOES NOT KNOW WHETHER OR NOT TO 
RECOMMEND FUTURE U.S. PARTICIPATION. EMBASSY WILL INFORM 
DOC OF RESULTS OF TENDER AWARDS. IT IS PROBABLY GOOD 
ADVICE TO PASS ON TO INTERESTED U.S. FIRMS THAT THEY SHOULD 
AT LEAST HAVE A GOOD LOCAL AGENT WHICH CAN SATISFY THE 
BIDDING AND REPAYMENT CONDITIONS FROM THIS END. 

6. EMBASSY IS SENDING DOC BY AIR POUCH TWO COPIES OF 
PEA'S ELECTRICIATION PROJECTS IN THE FOURTH ECONOMIC AND 
SOCIAL DEVELOPMENT PLAN (1977-1981). 
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